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• Meet District Strategic Objectives
• Protect, Enhance & Maintain District’s Financial 

Health
• Manage financial obligations, risks, and liabilities

• Updated Government Code Requirements
• Standards of Performance (GFOA Code of 

Ethics #5 Reliability & Consistency)
• Develop strong financial policies: Financial 

policies provide the “rules of the road” and a 
standard of performance against which the 
community can judge its finances.

Purpose
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Policies
• Reserves Policy
• Pension/OPEB Strategies
• Unclaimed Monies Policy
• Budget Policy
• Debt Management Policy

Proposed Policies

Goal #5 – 
Strategic Priority 

Financial 
Operations

GC 8855
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Reserve Policy

Reserve Type Minimum Target
1.General Six month of operations + 

expected payout
2.Asset Replacement Asset cost spread over 

depreciable life
3.Debt One year of debt payment or 

bond covenants
4. Pension Meet funded ratio
5. OPEB Meet funded ratio
6. Flood/Drought No minimum - Budgeted
7. Capital Project No minimum - Budgeted
8. Compensated Abs. (CA) 25% of CA liability
9. Rate Stabilization No minimum – Future Budgeted

Litigation Removed
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Reserve Policy

Assignment of Reserves from Excess General Reserve

General 
Reserve

Capital 
Reserve

Compensated 
Abs. Reserve

Pension / 
OPEB Reserve 

From Capacity 
Fees bring to MT 

Above Minimum 
Target (MT)

Bring to MT

Bring to MT
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Pension/OPEB Strategies

Operationalizing Case Study

• Target Funded Ratios
• Section 115 Trust
• Accelerated Payments/POBs
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Unclaimed Monies Policy

 Vendors: Reclaim outstanding/uncollected payments 
after the Dormancy period and due diligence

 Rebates: Reclaim after one year of outstanding 
uncollected payment
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Budget Policy

 Level of Budgetary Control
 Adopt a Balanced Budget
 Seek outside funding sources
 Recover Cost of Service
 Invest in projects meeting strategic 

priorities
 Minimize adverse effects on service 

levels
 Minimize negative environmental impacts
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Debt Management Policy
 Demonstrate commitment to long-term capital and financial 

planning.
 Federal and State guidelines
 CDIAC Requirement (GC 8855): Adopt local debt policies 

with provisions below: 
– Purpose(s) for which the debt proceeds may be used
– Types of debt that may be issued
– Relationship/integration of debt with the issuer’s 

capital improvement program or budget (if applicable) 
– Policy goals related to the issuer’s planning goals and 

objectives
– Internal control procedures so that debt proceeds will 

be directed to the intended use
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Debt Management Policy
 Purpose: Debt will be issued for a capital project only when: 

– The magnitude of costs justifies debt financing, and the project meets a critical 
need

– A secure revenue source is identified to repay the debt, and when it is an 
appropriate means to achieve a fair allocation of costs between current and 
future beneficiaries

 Criteria: Long-term capital improvement projects 
– Useful life exceeds the term of the financing 
– The project revenues or identified revenue sources are sufficient to service the 

long-term debt.
 Attention to Creditworthiness: Investment Grade or better
 Debt limits: GO < 15% of assessed property values; no balloon payments
 Reporting & Controls: 

– SEC – Disclosure Requirements (Rule 15c2‐12)
– IRS – Debt Transcripts and Arbitrate Review
– CDAIC Reporting
– Municipal Securities Rulemaking Board’s Electronic Municipal Market Access 

(EMMA) Reporting 10



Recommendation

 Adopt Proposed financial policies
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